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OIL PRICES IN PERSPECTIVE 
ANNCR : 

THE ORGANIZATION OF PETROLEUM EXPORTING COUNTRIES COPEC) 
IS EXPECTED TO MEET SOON TO DISCUSS A POSSIBLE INCREASE IN 
WORLD OIL PRICES. THE ECONOMIC IMPACT OF STILL HIGHER OIL 
PRICES ON BOTH THE INDUSTRIALIZED AND OIL-IMPORTING DEVELOPING 
COUNTRIES WAS EXAMINED IN AN CUSIA) INTERVIEW WITH ENERGY 
EXPERT EDWARD FRIED OF THE PRIVATE BROOKINGS (RESEARCH) 
INSTITUTION IN WASHINGTON. VOA'S JOSEPH SULLIVAN LOOKS AT 
MISTER FRIED'S OBSERVATIONS: 

VOICE: 

COPT) BEFORE JOING BROOKINGS, EDWARD FRIED WAS DEPUTY 
ASSISTANT SECRETARY OF STATE FOR ECONOMIC AFFAIRS, AND ALSO 
SERVED AS EXECUTIVE DIRECTOR OF PRESIDENT FORD'S TASK FORCE 
ON INTERNATIONAL ECONOMIC DEVELOPMENTS. HE HAS WRITTEN 
EXTENSIVELY ON THE WORLD ENERGY CRISIS. CEND OPT) 

MISTER FRIED SAYS AN INCREASE OF TEN PERCENT ABOVE THE 
CURRENT PRICE OF OIL WOULD ADD ABOUT ELEVEN~-THOUSAND-MILLION 
DOLLARS ANNUALLY TO ITS COST FOR THE OIL-IMPORTING COUNTRIES. 
HE ALSO SAYS THAT ANOTHER PRICE RISE FOR OIL WOULD INCREASE 
DOMESTIC PRICES AND ADD TO BALANCE OF PAYMENTS PROBLEMS FOR 
MANY IMPORTING COUNTRIES. 

MISTER FRIED NOTES THAT WHILE THE IMPACT OF HIGHER OIL 
PRICES WOULD NOT BE AS SEVERE AS THE PRICE SHOCKS OF 1973-74, 
AN ADDITIONAL INCREASE NOW WOULD BE DISTURBING. HE POINTS OUT 
THAT THE WORLD ECONOMY IS FALTERING IN ITS EFFORTS TO RECOVER 


FROM THE RECENT RECESSION. 
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COPT) HE SAYS ABOUT TEN-THOUSAND-MILLION DOLLARS IN 
INCREASED OIL COSTS WOULD FALL ON THE INDUSTRIALIZED STATES. 
AND HE ESTIMATES THAT A TEN PERCENT PRICE INCREASE IN OIL IN 
TURN COULD INCREASE OVERALL PRICES IN THE UNITED STATES BY 
ABOUT ONE-HALF OF ONE PERCENT. PRICES IN WESTERN EUROPE AND 
JAPAN, HE ESTIMATES, WOULD RISE ONE PERCENT OR MORE. CEND OPT) 

MISTER FRIED SAYS A TEN PERCENT PRICE INCREASE FOR THE 
OIL-IMPORTING DEVELOPING COUNTRIES WOULD MEAN FIFTEEN-HUNDRED- 
MILLION DOLLARS IN ADDITIONAL OUTLAYS YEARLY. HE POINTS OUT 
THAT THIS IS A SUBSTANTIAL AMOUNT IN TERMS OF THE AMOUNT OF 
OUTSIDE LOANS AND OTHER FINANCIAL HELP AVAILABLE TO DEVELOPING 
STATES TO HELP PAY FOR OIL IMPORTS. 

MISTER FRIED BELIEVES THE MOST DIRECT EFFECT OF ANOTHER 
OPEC PRICE RISE WOULD BE AN OVERALL INCREASE OF PRICES IN THE 
INDUSTRIALIZED COUNTRIES, AND A SUBSEQUENT DECREASE IN THEIR 
OVERALL NON-OIL IMPORTS. COPT) UNFORTUNATELY, HE OBSERVES, THE 
ONLY WAY TO INCREASE DEMAND WOULD BE THROUGH INCREASING THE 
MONEY SUPPLY OR OTHER SUCH EXPANSIONARY MONETARY MEASURES. AND 
THESE OPTIONS, HE CAUTIONS, ARE RISKY AT A TIME WHEN UNDERLYING 
INFLATIONARY PRESSURES PERSIST IN MOST COUNTRIES. CEND OPT) 

MISTER FRIED WAS ASKED WHAT, IF ANYTHING, THE DEVELOPING 
CAPITAL-POOR COUNTRIES CAN DO TO OVERCOME THE POTENTIAL ADVERSE 
EFFECTS OF ADDED OIL COSTS. . . OTHER THAN SLOWING THEIR 
ECONOMIC GROWTH. 

THE MOST OBVIOUS SOLUTION, HE BELIEVES, WOULD BE IF * 
DEVELOPING COUNTRIES RECEIVED MORE AID FROM OPEC ITSELF. 
OTHER THAN THAT, HE REASONS, DEVELOPING STATES CAN CONTINUE 
THEIR EFFORTS TO SOMEWHAT CUSHION THEIR ECONOMIES FROM HIGHER 


OIL PRICES BY INCREASING THEIR BORROWING. MISTER FRIED 
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EMPHASIZES THAT IN HIS OPINION OPEC NATIONS SHOULD PROVIDE 
MUCH MORE LOAN CAPITAL TO NEECY DEVELOPING STATES. HE SAYS 
INSTITUTIONS SUCH AS THE INTERNATIONAL MONETARY FUND SHOULD BE 
FULLY UTILIZED AS LOAN AGENCIES. 
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